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THE RAILROAD VIEW OF GOVERNMENT 
REGULATION' 

ROBERTS WALKER 
General Counsel of the Chicago, Rock Island and Pacific Railway Company 

HAVE been asked, upon short notice, to take the place of 
one whose opinions would have been well worth hearing. 
Men like Robert Mather constitute the most essential 
factor for the satisfactory solution of the problem of the just 
relationship between government ,and business. He was emi- 
nent in that, as a corporate officer, he never lost sight of the 
just balance that must be maintained between the rights of the 
corporation itself, of its bondholders and stockholders, of the 
public to which it sells its wares, and of the larger community 
in which it leads its corporate life. As his executor, I happen 
to know that he was engaged in assembling material for an 
ample presentation of some of his matured views, and I wish 
that he might have lived to give them to you. 

To set before you completely the current relations between 
government and business, it is indeed indispensable that the 
railroad side be heard from. More than any other form of 
industry (with the possible exception of distilleries and cigar 
factories under the internal revenue act) the railroads have 
been made to feel the paternalistic and at times grandfatherly 
hand of government upon their affairs. It may even be that 
some of our present difficulties have arisen from regulating 
railroads too much, and other business activities not enough. 

From ancient chronicles it would appear that the early 
reputable activities of men were love and war ; that business 
as we know it was then unknown, and that the small merchant 
was deemed a low order of being ; and that if a line of trade 
developed broadly enough to attract notice in high quarters, it 
was promptly made a monopoly for the ruler or some favorite. 

1 An address delivered at the annual dinner of the Academy of Political Science, 
November 10, 191 1. 
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Gradually business attained a more dignified status and became 
a proper calling for men of parts and energy. In the dis- 
integration and reintegration of European governments during 
the dark ages, the private monopoly or private agreement to 
maintain prices sometimes became, in the hands of shrewd and 
able traders, a public calamity, and many strange and heavy- 
handed expedients were resorted to for their suppression. The 
English common law had to set its face against regrating and 
forestalling. I have in my possession a price act adopted and 
published in the Massachusetts town of Ipswich as late as 1777, 
wherein are fixed rates of transportation by coach or boat, 
prices for groceries and meat, and many other items, as for 
instance that a meal at an inn shall cost one shilling. (I noticed 
a year ago, however, that this legal rate for luncheon is no 
longer observed at Ipswich in the case of wayfaring motorists.) 
Thus business has constantly gained in importance and repu- 
tation until to-day it is the chiefest of our human activities and 
the most absorbing, and it calls for training and application no 
less than the learned professions require. But, contemporan- 
eously with the steady growth of business, the governmental at- 
titude toward business has veered and changed incessantly. 
Neither the object regulated nor the method of regulation has 
displayed any settled human policy. Sometimes there has 
been the practise of creating monopolies by royal act, some- 
times laissez faire has been the rule, and sometimes the statutes 
or the courts have sternly repressed monopolies and have found 
vigorous methods for supervising other business practises. Out 
of the entire mass of experiments made, but few principles 
emerge, and those few so elementary as to antedate the experi- 
ments. We know that government has no justifiable relation- 
ship to business, except to encourage it for the general good of 
the nation, and to afford it police protection. The prevention 
and punishment of wrongs committed in business are a part of 
the government's relationship with individuals, not with busi- 
ness. Mr. Whitridge hit the nail on the head when he reduced 
the matter to the Ten Commandments, and in our intricately 
interwoven modern industrial life is even more vitally needed 
that other commandment, " Thou shalt love thy neighbor as 

thyself." 
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Our case to-day presents some peculiar characteristics. Our 
regulation has directed its attention to railroads almost to the 
exclusion of all other objects, and such other regulation as has 
been adopted or suggested has been aimed at " big business." 
To put it another way, our regulation has seemed too often to 
spring from resentment or envy, from yearning for a shining 
mark, and not from dispassionate consideration of what will be 
best for the public weal. I hate to believe that this is one of 
the necessary concomitants of popular government; an enlight- 
ened people ought not to require the inflaming of its feelings to 
anger, nor should it approve acts of its legislature passed in a 
spirit of revenge or of malicious triumph. It should insist that 
the general welfare be the criterion of sound legislation, and 
should frown upon legislation that gives mere temporary relief 
by curtailing the permissible earnings of some one industry. 

As indicating that we have overdone the thing in the case of 
the railroads, consider the existing >ate situation. The present 
general level of lawful rates is that of boom years, and is inces- 
santly being made even lower by the Interstate Commerce Com- 
mission. Now, rates on a boom-time basis are too low for 
ordinary years. The slender profits that they would afford in a 
season of expansion, shrink to nothing in normal or sub-normal 
years. Railroads cannot stand still. They are not completed 
structures, like a Norman tower or a stone-arched bridge, but re- 
quire unremitting expenditures for maintenance and betterment. 
The increasing demands of the public and the growth of busi- 
ness constantly enhance the cost of maintenance. To illustrate, 
that splendid property, the Atchison Railway, spent in 1901 
$824 per mile for maintenance of way and structures, and in 
1 910 it spent $1796 per mile, an increase of over 100 f> in 
only nine years. The same doubling of costs occurred in 
maintenance of equipment ; and during the same period further 
immense sums were expended for additions and betterments. 
Roughly speaking, there is in this country a growth of some 
7 Jfc per year in the gross earnings of railroads. This means 
approximately 2,600,000,000 additional tons to be hauled one 
mile. These additional tons call for longer passing tracks, for 
double tracks, for more room at terminals and for more equip- 
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ment. But in the lean years these earnings give no surplus for 
these improvements. Some of our critics say that such matters 
ought to be paid for with bond issues, and not out of earnings. 
This sounds well for a moment, but does not really help the case. 
For the public must forever pay rates sufficient to meet the 
bond interest ; and the bonds sell less and less advantageously 
as the annual surplus of earnings dwindles, thereby augmenting 
the public's burden. We only deceive ourselves when we think 
that earnings are enough if they pay operating expenses, and 
proceed to create fixed charges upon all items of growth. No 
business man would think he was doing well under such circum- 
stances. So I contend that the general level of railroad rates 
should be such as to yield moderate surpluses in lean years, and 
to enable the plant to be fully maintained and improved. For 
these reasons, it seems to me clear that we have gone too far in 
regulating railroads ; too far, that is to say, for the good of the 
very public on whose behalf the regulating is done. 

I have also said that our governmental efforts have been too 
localized, directed principally at the railroads. The carriers 
and a few of the larger enterprises have borne the brunt of the 
regulative measures. It would seem that the case calls for a 
more accurate definition of business. We have been wrong in 
thinking that the only businesses requiring regulation are the 
great ones : the railroads, the steel, oil, mining, tobacco and 
sugar companies. The word " business " includes farming and 
wage-earning, and likewise every sort of manufacturing, buying 
or selling, no matter how small or how humble. All are alike 
subject to the supreme law of supply and demand. Yet our 
laws have taken an utterly perverse course. We have discrim- 
inated shamelessly. The states have passed reams of regulative 
statutes containing express exceptions of farmers, laborers or 
stock raisers. The illustration that I am about to give, while 
petty, lends point to my idea. At Washington, the Department 
of Agriculture gives seeds and valuable advice to the farmer free 
of cost to him, but at a cost to the public of some $15,000,000 
per year ; the Bureau of Labor benevolently looks out for the 
laboring man and helps him get wage increases, without charge 
to him, and seeks to better his conditions at his employer's ex- 
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pense ; while, not far away, the Bureau of Corporations and the 
Interstate Commerce Commission persistently compel indus- 
trials and railroads to compile expensive statements and con- 
form to costly regulations at the sole expense of the carriers 
and industrials, who have also to pay for their own research 
work and experimentation ! These governmental practises have 
gotten into our way of thinking, so that we all feel it better that 
rates should be reduced, that the economies of consolidation 
should be surrendered, than that wages should be lowered or 
that the price of wheat or cotton should fall. Yet it is too clear 
for argument that all classes ought to be regulated together, if 
at all, and that all classes should share proportionately in good 
times and in depressions. 

Obviously, the present relations between government and 
business are neither ideal nor coherent. Some classes are 
fostered and favored, and the othef class is thwarted, restrained 
or handicapped. That the burdens imposed upon one class are 
instantly shifted in large measure to the favored classes, and 
that the latter pay dearly for the privilege of adding to the 
expenses of the former, are propositions of which legislators 
and public seem to be oblivious. 

We are a commercial nation. We are competing for, and 
are getting, a constantly growing share of the world's com- 
merce. We ought to get much more. There is just one justi- 
fiable function for our government to exercise under such cir- 
cumstances. It should foster business, large and small. In 
the vigorous language of the west, it should "boost" Ameri- 
can business. While it should sternly repress improper prac- 
tises, it should not do so by trying to chop down each industrial 
tree and replant each separate branch. Any forester or fruit- 
grower can tell you that you lose most of your lumber by that 
process, and have to wait a long, long while for fruit. So I 
suggest that we ought to develop a national business code, the 
vertebrae of which might be as follows : 

1. The word "business" shall include every gainful occupa- 
tion except education, law, medicine, engineering and the min- 
istry. 

2. The cardinal principles of all regulations by law shall be 
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fairness to the form of business directly affected, and the great- 
est possible advantage to all forms of business. 

3. The aim of legislation shall be to 'provide deterrents, 
rather than to establish principles on the basis of which acts 
done innocently or in good faith may or may not be adjudged 
unlawful at some future date. 

4. No one form of business shall be inflexibly safeguarded as 
regards the others, but regulations must aim to give to all forms 
of business their due share of prosperity or burden of adversity. 
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